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Report of Independent Accountants on Compiiance

To the Federal Financial Institutions
Examination Council

We have audited the financial statements of the Federal Financial Institutions
Examination Council {the Councii) as of and for the year ended December 31, 1996,
and have issued our report thereon dated February 28,1997,

We conducted our audit in accordance with generally accepted auditing standards and
Government Auditing Standards issued by the Comptroller Generai of the United
States. Those standards require that we plan and perform the audit to obtain

reasonable assurance about whether the financial statements are free of material
misstatement.

Compliance with laws and regulations applicable to the Council is the responsibility of
the Council's management. As part of obtaining reasonable assurance about whether
the financial statements are free of material misstatement, we performed tests of the
Council's compliance with certain provisions of laws and regulations. However,
providing an opinion on overall compliance with such provisions was not the objective of
our audit of the financial statements. Accordingiy, we do not express such an opinion.

The resuits of our tests disclosed no instances of non-compliance that are required to
be reported herein under Government Auditing Standards.

This report is intended for the information of the Council. However, this report is a
matter of public record and its distribution is not limited.

Price Walehonae ALP

February 28, 1997
Arlington, Virginia
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Report of Independent Accountants on Internal Controls

To the Federal Financial Institutions
Examination Council

We have audited the financial statements of the Federal Financial Institutions
Examination Council (the Council) as of and for the year ended December 31, 1986,
and have issued our report thereon dated February 28, 1997.

We conducted our audit in accordance with generaliy accepted auditing standards and
Government Auditing Standards issued by the Comptroller General of the United
States. Those standards require that we plan and perform the audit to obtain

reasonable assurance about whether the financiai statements are free of material
misstatement.

The management of the Council is responsible for establishing and maintaining internal
controls. in fulfilling this responsibility, estimates and judgments by management are
required to assess the expected benefits and related costs of internal controls policies
and procedures. The objectives of internal controls are to provide management with
reasonable, but not absoiute, assurance that assets are safeguarded against loss from
unauthorized use or disposition and that transactions are executed in accordance with
management's authorization and recorded properly to permit the preparation of financial
statements in accordance with generally accepted accounting principles. Because of
inherent limitations in any internal controls, errors or irreguiarities may nevertheless
occur and not be detected. Also, projection of any evaluation of the internal controls to
future periods is subject to the risk that procedures may become inadequate because of
changes in conditions or that the effectiveness of the design and operation of policies
and procedures may deteriorate.

In planning and performing our audit of the financial statements of the Council for the
year ended December 31, 1996, we obtained an understanding of the internal controls.
With respect to the internal controls, we obtained an understanding of the design of
relevant policies and procedures and whether they have been placed in operation, and
we assessed control risk in order to determine our auditing procedures for the purpose
of expressing our opinion on the financial statements and not to provide an opinion on
the internal controts. Accordingly, we do not express such an opinion.



Our consideration of the internal controls would not necessarily disclose ail matters in
the internal controls that might be material weaknesses under standards established by
the American institute of Certified Public Accountants. A material weakness is a
condition in which the design or operation of one or more of the internal control
elements does not reduce to a relatively low levei the risk that errors or irreguiarities in
amounts that would be material in relation to the financial statements being audited
may occur and not be detected within a timely period by employees in the normal
course of performing their assigned functions. We noted no matters involving the

internal controls and their operation that we considered to be material weaknesses as
defined above.

This report is intended for the information of the Council. However, this report is a
matter of public record and its distribution is not limited.

Price Walerhonae AiP

February 28, 1997
Arlington, Virginia
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Report of Independent Accountants

Ta the Federal Financial Institutions
Examination Council

We have audited the accompanying balance sheets of the Federal Financial Institutions
Examination Council {the Council) as of December 31, 1896 and 1995, and the reiated
statements of revenues and expenses and fund balance and of cash flows for the years
then ended. These financial statements are the responsibility of the Council's

management. Our responsibility is to express an opinion on these financial statements
based on our audits.

We conducted our audits in accordance with generally accepted auditing standards and
Government Auditing Standards issued by the Comptrolier General of the United
States. Those standards require that we plan and perform the audits to obtain
reasonable assurance about whether the financial statements are free of material
misstatement. An audit includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements. An audit also includes assessing
the accounting principles used and significant estimates made by management, as well
as evaluating the overall financial statement presentation. We believe that our audits
provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material
respects, the financial position of the Council as of December 31, 18986 and 1995, and
the resuits of its operations and its cash flows for the years then ended in conformity
with generally accepted accounting principles.

In accordance with Government Auditing Standards, we have also issued a report
dated February 28, 1997 on our consideration of the Council’s internal controls and a
report dated February 28, 1997 on its compliance with laws and regulations.

Price Walerhonae AP
February 28, 1897
Arlington, Virginia



FEDERAL FINANCIAL INSTITUTIONS EXAMINATION COUNCIL

BALANCE SHEET

As of Decenber 31,
1996 1995

ASSETS
CURRENT ASSETS
$ 821,043 $ 991,681

Cash
Accounts recei vabl e from nenber
or gani zati ons 540, 205 471, 402
O her accounts receivabl e 255, 113 252,532
222 13,687

Prepai d expenses
1,616, 583 1,729, 302

Total current assets

FURNI TURE AND EQUI PMENT

Furniture and equi pnent, at cost 251, 088 248, 445

Less accumul ated depreci ati on 191, 775 168, 126

Net furniture and equi pnent 59, 313 80, 319

LEASEHOLD | M\PROVEMENTS, net of anortization 26, 322 42,738
Total assets $1, 702, 218 $1, 852, 359

LIABILITIES AND FUND BALANCE

CURRENT LI ABI LI TI ES

Accounts payabl e to nenber organi zations $ 596,778 $ 696,036

O her accounts payabl e and accrued
liabilities 500, 711 250, 642
Accrued annual |eave 48, 058 48, 043
Total current liabilities 1,145, 547 994, 721
DEFERRED RENT (Note 5) 98, 083 137, 360
FUND BALANCE 458, 588 720, 278

Total liabilities and

fund bal ance $1, 702,218 $1,852, 359

The acconpanying notes are an integral part of these statenents.



FEDERAL FINANCIAL INSTITUTIONS EXAMINATION COUNCIL

STATEMENT OF REVENUES AND EXPENSES AND FUND BALANCE

For the
Years Ended Decenber 31
1996 1995
REVENUES
Assessnents to nmenber organizations $1, 123, 000 $1, 345, 200
Tuition 1,462, 130 1, 682, 999
O her revenue (Note 4) 2,734,752 2,190, 499
Tot al revenues 5,319, 882 5,218,698
EXPENSES
Sal aries and rel ated benefits 1, 403, 434 1, 327, 267
Dat a processing 2,779, 681 2,215,677
Rental of office space 628, 583 631, 776
Travel 148, 816 185, 409
Pr of essi onal fees 131, 336 150, 164
Printing 170, 467 91, 455
Rental and mai ntenance of of fice equi pment 43, 139 82, 488
Ofice and other supplies 40, 955 69, 287
Adm ni strative fees 51, 200 49, 000
Depr eci ati on 40, 065 37,952
Post age 36, 705 28, 793
Tel ephone 14, 805 18, 865
Books and subscri ptions 10, 012 15, 190
M scel | aneous 82,374 166, 500
Total expenses 5,581, 572 5, 069, 823
REVENUES OVER (UNDER) EXPENSES (261, 690) 148, 875
FUND BALANCE, Begi nning of year 720, 278 571, 403
FUND BALANCE, End of year $ 458,588 $ 720,278

The acconpanying notes are an integral part of these statenents.



FEDERAL FINANCIAL INSTITUTIONS EXAMINATION COUNCIL
STATEMENT OF CASH FLOWS

INCREASE (DECREASE) IN CASH

For the
Years Ended Decenber 31,
1996 1995
CASH FLOAS FROM OPERATI NG ACTI VI Tl ES
Revenues over (under) expenses $ (261, 690) $ 148, 875
Adj ustments to reconcil e revenues over
(under) expenses to net cash provided
(used) by operating activities:
Depr eci ation 40, 065 37,952
I ncrease in accounts receivabl e (71, 384) (117, 770)
Decrease in prepaid expense 13, 465 (13, 687)
I ncrease in accounts payabl e
and accrued liabilities 150, 811 200,771
I ncrease in accrued annual |eave 15 1,594
Decrease in deferred rent (39, 277) (9,983)
Net cash provided (used) by operating
activities (167, 995) 247, 752
CASH FLOAS FROM | NVESTI NG ACTI VI Tl ES
Capital expenditures (2, 643) (26,187)
Net cash used in investing activities (2, 643) (26,187)
NET | NCREASE ( DECREASE) | N CASH (170, 638) 221, 565
CASH BALANCE, Beginning of year 991, 681 770,116

CASH BALANCE, End of year $ 821 043 $ 991 681



The acconpanying notes are an integral part of these statenents.
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FEDERAL FINANCIAL INSTITUTIONS EXAMINATION COUNCIL

NOTES TO FINANCIAL STATEMENTS

ORGANI ZATI ON AND PURPCSE

The Federal Financial Institutions Exam nation Council (the "Council")
was established under title X of the Financial Institutions Regulatory
and Interest Rate Control Act of 1978. The purpose of the Council is
to prescribe uniformprinciples and standards for the federa
exam nation of financial institutions and to make recommendations to
promote uniformity in the supervision of these financial institutions.
The five agencies which are represented on the Council, referred to
hereafter as nenber organizations, are as foll ows:

Board of Governors of the Federal Reserve System
Federal Deposit |nsurance Corporation

National Credit Union Adm nistration

O fice of the Conptroller of the Currency

O fice of Thrift Supervision

The Appraisal Subcommttee of the Council was created pursuant to Public
Law 101-73, title Xl of the Financial Institutions Reform Recovery,
and Enforcenment Act of 1989. The functions of the Appraisa
Subcommittee are related to the certification and |icensing of
i ndi vi dual s who perform appraisals in connection with federally
rel ated real estate transactions. Menbers of the Appraisa
Subcommittee consi st of the designees of the heads of those agencies
whi ch conprise the Council and the designee of the head of the
Depart ment of Housing and Urban Devel opnent. Although it is a
subcommi ttee of the Council, the Appraisal Subcomrttee naintains
separate financial records and adm nistrative processes. The
Council's financial statements do not include financial data for the
Apprai sal Subcommittee other than that presented in note 4.

SI GNI FI CANT ACCOUNTI NG PCLI CI ES

Revenues and Expenses--Assessments made on menber organi zations for
operating expenses and additions to property are calcul ated based on
expected cash needs. Assessnents, other revenues, and operating
expenses are recorded on the accrual basis of accounting.

Furniture and Equi pment--Furniture and equi pnent is recorded at cost |ess

accumrul at ed depreci ati on. Depreciation is calculated on a straight-
line basis over the estimted useful lives of the assets, which range
from four to ten years. Upon the sale or other disposition of a

depreci able asset, the cost and related accunmul ated depreciation are
renoved fromthe accounts and any gain or loss is recognized.

Leasehol d | nprovenents--Leasehol d i nprovenments are anortized on a
straight-line basis over the shorter of the termof the related | ease
or the estimated useful life of the inprovenents.
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FEDERAL FINANCIAL INSTITUTIONS EXAMINATION COUNCIL

NOTES TO FINANCIAL STATEMENTS

TRANSACTI ONS W TH MEMBER ORGANI ZATI ONS

The five nenber organizations are each assessed one-fifth of the
expected cash needs based on the annual operating budget. Each nenber
organi zati on was assessed $224,600 in 1996 and $269, 040 in 1995.

The Board of CGovernors of the Federal Reserve System provided
adnmi ni strative support services to the Council at a cost of $51, 200 for
1996 and $49, 000 for 1995.

Menber organi zati ons provide office space, data processing and printing
services to the Council. The Council paid nenber organizations
$2,822,012 in 1996 and $2, 126,376 in 1995.

The Council coordinates the production and distribution of the Uniform
Bank Performance Reports (UBPR) through the Federal Deposit |nsurance
Corporation (FDIC). The Council is reinbursed for the direct cost of
t he operating expenses it incurs for this project.

Counci | enpl oyees are paid through the payroll systenms of menber
organi zations. Salaries and fringe benefits, including retirenent
benefit plan contributions, disbursed on behalf of the Council are
reimbursed in full to these organizations. The Council does not have
any postretirenment or postenploynent benefit liabilities due to the
fact that Council enployees are included in the plans of the nenber
or gani zati ons.

Menber organi zati ons are not reinbursed for the costs of personnel who
serve as Council nenbers and on the various task forces and conmmttees
of the Council. The val ue of these contributed services has not been
i ncluded in the acconpanying financial statenents.

OTHER REVENUE

1996 1995
Hone Mort gage Di scl osure Act $1, 233,979  $1, 280, 977
Uni f or m Bank Performance Report 258, 226 223,578
Apprai sal Subcommittee 175, 342 178, 048
Mort gage | nsurance Conpani es of America 138, 418 168, 696
Rent al 127,104 126, 916
Conmuni ty Rei nvest ment Act 720, 795 125, 995
Sal e of HVDA Dat a 78,363 83,511
M scel | aneous 2,525 2,778

$2, 734, 752 $2, 190, 499

The Council produces and distributes reports under the Hone Mbrtgage
Di scl osure Act (HVDA). The Council received $259,469 in 1996 and

263,043 in 1995 fromthe Departnment of Housing and Urban Devel opnent

(HUD) to fund HUD s participation in the HVDA project. The Counci
received $138,418 in 1996 and $168,696 in 1995 from the Mbdrtgage
| nsurance Conpani es of Anerica for performng HVDA rel ated work for them
The bal ance of the HVDA revenue for 1996 and 1995 was received fromthe
menber agenci es.
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FEDERAL FINANCIAL INSTITUTIONS EXAMINATION COUNCIL

NOTES TO FINANCIAL STATEMENTS

The Council coordinated and provided certain adm nistrative support to
the UBPR project. The Council received $258,226 in 1996 and $223, 578
in 1995 for operating expenses incurred in support of the UBPR project.

The Council provided space and certain admnistrative support to the
Apprai sal Subcommi ttee. The Council received $175,342 in 1996 and
$178,048 in 1995 fromthe Appraisal Subcommittee for these services.

The Council provided space to the Board of Governors of the Federa
Reserve System (Board). The Council received $127,104 in 1996 and
$126,916 in 1995 in rent fromthe Board.

In 1995, devel opmrent work began to prepare an information system to
assist financial institutions with certain Comunity Reinvestnment Act
(CRA) requirenents. The first full year of operations was 1996. The
Council received $720,795 in 1996 and $125,995 in 1995 from
participating nember agencies for operating expenses incurred in
support of the CRA project.

(5) DEFERRED RENT

During 1992 the Council entered into a | ease for office space. This
| ease contains rent abatements and schedul ed rent increases which, in
accordance with generally accepted accounting principles, nmust be
considered in determ ning the annual rent expense to be recogni zed by
the Council. The deferred rent represents the difference between the
actual |ease paynents and the rent expense recogni zed.

(6) COWM TMENTS

The Council has entered into operating |eases to secure office and
cl assroom space for periods ranging fromtwo to six years. M ninum
future rental comitments under those operating | eases having an
initial or remaining noncancel able |l ease termin excess of one year at
Decenber 31, 1996, are as foll ows:

1997 $ 610, 275
1998 437, 836
$1,048,111

Rent al expenses under these operating | eases were $652,865 and $603, 580
in 1996 and 1995, respectively.



